MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  - EXISTING  BIBLIOGRAPHIC  RECORD 


^16 


Buell,  James. 

Eesumptioii  by  action  of  Congress.  How  it 
brought  about,  and  who  suggested  the  plan  ...  State- 
ment to  the  Committee  on  banking  and  currency  ot  the 
House  of  representatives  ...  February  9,  1874,  by  James 
Buell  ...  Eeprinted  from  the  official  report  printed  by 
order  of  the  Committee  on  banking  and  currency  ...  New 
York,  1879. 

22  p.,  1 1.  23™. 

Voluir.ft  of  pamphlets. 

1.  Currency  question-U.  S.  i.  U.  S.  Congress.  House.  Committee 
on  banking  and  currency. 


Library  of  Congress 


O 


HGS27.B9 


6-19233V 
, _ / 


RESTRICTIONS  ON  USE: 


Reproductions  may  not  be  made  without  permission  from  Columbia  University  Libraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE;  3^JVIfl7 


REDUCTION  RATIO: 


IMAGE  PLACEMENT;  lAiHiAN  IB  IIB 


DATE  FILMED 


: 3^0  NS' 


INITIALS: 


f-C- 


TRACKING  # : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA. 


i 


/o 


I/JS 


RESUMPTION  BY  ACTION  OF  CONGRESS.  HOW  IT  W'AS  BROUGHT  ABOUT,  AND  WHO 
SUGGESTED  THE  PLAN.  THE  WITHDRAWAL  OF  LEGAL  TENDERS.  THE 
REDEMPTION  OF  BANK  NOTES.  FREE  BANKING ; THE  BANKS 
PERMITTED  TO  RETURN  THEIR  CIRCULATING  NOTES 
AND  TAKE  BACK  THEIR  UNITED  STATES  BONDS. 


STATEM  ENT 


TO  THE 


Dll 


iT 

Vi 


OF  THE  HOUSE  OF  EEPRESENTATI  YES. 


Washington,  D.  C.,  February  9,  1874, 


By  James  Buell,  Esq 


PRESIDENT  importers’  AND  TRADER.S’  NATIONAL  BANK, 


REPRINTED  FROM  THE  OFFICIAL  REPORT  PRINTED  BY  ORDER  OF  THE  COMfflTTEE 

ON  BANKING  AND  CURRENCY, 


WITH  AN 


APPENDIX 


CONTAINING  THE 


SHEKMAN  BILLS  OF  JUNE  20th,  1874,  AND  JANUAEY  14th,  1875, 


WITH  A LETTER  FROM  THE 


HON.  HORACE  MAYNARD, 


C'HAIRMAN  OF  THE  COMMITTEE  ON  BANKING  AND  CITRRENCY. 


New  York. 

1879. 


C,  231. 


/ 


I ^ 


I.IBKAKY  OF 

TH»  Rf  ^CR^H  Cl.U» 
SOUND  CUP!^^^CY  CO‘**ilTTlt. 
$2  William  St..  Ktw  York. 


STATEMENT  OF  JAMES  BUELL,  ESQ., 

President  Importers'  and  Traders’  Nat.  Bank,  New  York, 


TO  THK 

Committee  ox  Banking  and  Currency  of  the  House  of 

Kepresentatives, 

WASHINGTON,  D.  C.,  FEB.  9,  1874. 


At  the  invitation  of  the  Committee,  James  Buell,  President  of 
tlie  Importers*  and  Traders’  National  Bank,  New  York,  a2>peared 
before  the  Committee,  and  made  the  following  statement  ; 

The  Chairman. — AVe  have  inquired  of  quite  a number  of  gentle- 
men to  know  their  opinion  of  our  j^resent  monetary  system — its  de- 
fects, and  their  remedies.  AVe  will  be  glad  to  have  you  give  your 
023inion  on  the  same  general  question  in  your  own  way. 

AIk.  Buell. — I have  examined  the  bill  of  the  Committee — House 
Bill,  1746.*  Free  banking,  as  introduced  there,  would  seem  to  me 
to  be  very  desirable,  2)rovided  we  could  at  the  same  time  reduce  the 
volume  of  the  redeeming  medium  (that  is,  legal  tender),  which  is 
now  larger  than  the  volume  of  bank  note  currency  to  be  redeemed, 
so  that  there  is  not  a smqDlus  of  national  bank  notes  pressing  long 
enough  to  cause  the  ado23tion  of  a system  of  assorting  and  redemption. 

The  Chairman. — Is  that  the  trouble,  that  the  difference  in  the 
functional  power  of  the  two  currencies  is  so  slight  that  no  one  wishes 
to  redeem  ? AA^hat  would  be  the  effect  if  we  should  limit  the  uses  of 
the  Govexmment  to  legal  tender  notes  ? 

AIr.  Buell. — The  effect  would  be  to  raise  the  value  of  legal  tend- 
ers if  that  limit  to  which  you  refer  has  reference  to  volume,  and  it 
was  not  too  large. 

The  Chairman. — AA^ould  that  give  redemption? 

AIr.  Buell. — Yes.  It  would  seem  to  me  much  better  that  the 
banks  should  manage  redemption  for  themselves,  rather  than  impose 
that  duty  on  the  Government.  I would  suggest  free  banking  with 
this  definition  (there  are  various  definitions),  that  it  should  be  abso- 


* For  the  Sherman  bills,  see  pages  20  and  23,  Aj>pendix. 
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lutely  free,  and  banks  allowed  to  be  org^anized  under  the  approval  | 

of  the  Comptroller  of  the  Currency,  where  there  is  a population  of  j 

six  thousand  and  a capital  of  §50,000,  as  provided  for  in  the  present  i 

banking  law;  provided,  also,  that  they  redeem  their  notes  at  their  j 

own  counters,  and  at  the  centres  at  par  ; and  as  the  national  bank  I 

currency  is  increased,  the  volume  of  legal  tenders  should  be  decreased 

till  such  volume  is  reduced  to  three  hundred  millions,  and  there  stop  1 

for  the  present.  This  process  would  keep  the  volume  of  currency  i 

where  it  now  is  ; the  only  difterence  being  that  there  would  be  more  j 

of  one  kind  and  less  of  another,  and  thus  making  one  more  valuable 

than  the  other,  which  would  in  time  bring  about  redemption.  It  ^ I 

would  probably  take  four  or  live  years  by  this  system  to  absorb  1 

^100,000,000  legal  tenders.  By  this  process  legal  tender  notes  will 

ultimately  become  a little  more  valuable  than  national  bank  notes,  ! 

and  banks  ayill  then  assort  and  present  national  notes  for  redem2:)tion, 

because  it  will  be  for  tlieir  interest  to  do  so. 

Mr.  Merriam.— You  have  been  banking  on  a Inisisof  000,000 
egal  tender  notes,  which  has  been  about  the  same  as  gold.  You  jjay  i 

y^our  debts  with  it,  and  that  is  all  you  want  ; yet  your  banks  have 
iuspended.  How',  tlien,  do  you  e.vpect  to  succeed  on  less? 

Mr.  I am  not  aware  that  I have  proposed  to  reduce  the 

:oluvxe  of  currency  ; I propose  only  to  change  its  character,  taking  in 
egal  tenders  down  to  $300,000,000  as  fast  as  national  bank  notes  are  - Y i 
ssued.  With  the  volume  of  legal  tender  circulation  down  to  ! 

5300,000,000,  specie  resumption  by  the  Government  would  be  easily 
lossible,  and  bank  notes  could  then  be  safely  issued  to  any  extent  to 
vhichthe  issuers  were  jirepared  to  secure  and  redeem.  Government 
isually  has  on  hand  from  $50,000,000  to  $75,000,000  coin,  which  can  I 

I asily  be  increased  to  $150,000, 000  before  the  national  bank  system  will 
nave  expanded  $100,000,000,  so  as  to  have  absorbed  the  greenbacks 
lo  that  extent.  Specie  resumption  by  the  Government  will  at  once 
1 hrow  all  the  coin  in  the  country  into  circulation,  which  will  add  that 
iQUch  more  to  the  volume  of  currency,  and  will  be  an  expansion  of 
( .ur  currency  to  that  extent.  If  a raft  were  lioating  down  the  Hud- 
i on  Kiver,  and  parties  were  desirous  to  control  it,  they  would  not,  if  | 

’ t’ise,  attempt  to  do  so  by  placing  obstructions  in  front,  as  its  mo-  ^ 

] aentum  would  probably  bear  down  all  opposition.  But  l)y  getting 
( n it  and  rigging  a rudder,  and  by  utilizing  the  natural  forces  of  the 
i tream,  they  might,  with  skill,  pilot  it  as  desired.  The  obstructionist 
] uts  himself  in  front.  Mr.  McCulloch  contracted  $44,000,000,  and 
^ /as  then  pushed  out  of  the  way.  The  commerce  of  the  country  has  ^ 

£ dapted  itself  to  the  present  volume  of  currenc}'^  as  well  as  it  can, 
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why  violently  disturb  that  volume  ? Rather  let  us  infuse  into  it  a 
new  element — a controlling  power — that  of  elasticity  by  redemption, 
and  ultimate  convertibility  into  coin. 

Mu.  Merriam. — You  assume  the  condition  of  things  to  be  the  same 

as  at  present  ? 

Mit.  Buell.— Ido;  the  process  I suggest  will  be  using  natural 
causes  to  bring  about  a normal  condition  of  things.  As  soon  as 
national  bank  notes  now  become  redundant,  we  feel  obliged  to  decline 
receiving  them  on  deposit,  as  they  are  not  by  law  allowed  to  be 
^ counted  as  reserve,  nor  can  we  use  them  in  paying  our  debts  to  the 

Clearing  House.  We  then  seek  to  find  or  make  an  outlet  for  our 
surplus  national  bank  notes  in  Chicago,  Cincinnati,  or  elsewhere. 
They  are  distributed  there,  and  finally  come  back  to  New  Y^ork  as 
the  great  centre,  again  for  another  swing  round  the  circle. 

The  CuAiR:a.\x.  — Then  they  are  forced  back  into  the  country  again 

by  extraordinary  means? 

Mr.  Buell. — Y'es. 

The  Chairmax.— There  is  then  a tendency  to  a congestion  of  cur- 
renevat  New  York?  Please  tell  us  whether  the  plan  of  recpiiring the 

V 

country  banks  to  redeem  these  money  centres  does  not  aggi'avate 
that  state  of  things  by  requiring  them  to  keep  their  reserves  largely  in 
the  centres? 

Mr.  Buell.— Naturally  it  does,  but  practical  redemption  of 
national  bank  notes  will  remedy  this  in  a great  measure  by  absorbing 
their  reserves. 

The  Chairman.— Is  it  desirable  to  make  it  current  at  the  centre? 

Mr.  Buell.  — It  is  very  desirable.  People  are  not  aw'are  of  the 
important  function  that  the  national  banking  system  performs  in 
equalizing  exchanges  between  distant  places. 

The  Chairman. — Suppose  in  New  York  the  notes  of  the  banks  in 
Tenne.ssee,  for  instance,  ruled  at  one-quarter  per  cent,  below'  the  legal 
tenders,  would  not  that  very  fact  of  itself  have  a tendency  to  driven 
them  back  where  they  came  from  ? 

Mr.  Buell. — It  would.  The  difference  in  value  of  one-quarter  per 
" cent,  between  them  and  the  legal  tenders  would  cause  them  to  be  re- 

deemed at  once  and  returned  to  the  issuer.  If  you  get  the  national 
notes  one-quarter  per  cent,  below  par,  they  will  be  redeemed  fast 
enough  when  not  wanted  by  commerce. 

The  Chairm.an. — The  great  trpuble  that  some  people  allege  is  that 
in  the  interior  of  the  country  the  money  is  drained  off,  and  they  can- 
not get  it  by  any  kind  of  security  because  it  does  not  exist. 

Mr.  Buell. — The  way  to  obviate  that  scarcity  of  currency  is  re- 
demption, which  causes  it  to  be  sent  home  to  the  issuer. 
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Tue  Chaiumax.— Should  the  issuer  be  obliged  to  redeem  bis  notes 
j -t  his  own  counter  ? 

Mk.  Buell. — He  should,  and  also  at  the  centres,  to  which  they 
■’  v'ill  float.  If  he  is  not  obliged  to  do  so,  national  currency  will  lose 
i jS  national  character,  and  will  be  at  a veiy  lax’ge  discount;  one  and 
i quarter  per  cent,  will  not  measure  it;  distance  and  difficulty  of 
] resentation  only  will  do  it  then. 

The  Chairman. — Suppose  he  redeems  it  in  New  York,  will  his 
1 roker  send  his  notes  home  to  him,  or  wnll  he  ])ut  them  upon  the 
I larket } 

Mr.  Buell. — He  will  make  the  best  disposition  of  them  he  can  for 
1 is  own  interest. 

The  Chairman. — Is  there  any  assurance  that  they  will  find  their 
\ ay  back  ? 

Mr.  Buell. — Certainly;  if  commerce  does  not  want  them  they  will 
te  sent  home;  at  least  such  was  our  experience  of  the  workings  of 
t le  system  in  our  own  State,  where  we  had  substantially  the  same 
s /stem  as  the  present  national  system  with  redemption  would  be. 

Mr.  Durham. — Have  we  circulation  enough  in  the  country  ? 

Mr.  Buell. — Sometimes  we  have,  and  sometimes  we  have  not.  It 
h impossible  to  tell  how  much  we  want. 

Mr.  Durham. — Would  you  recommend  an  increase  of  circulation? 

Mr.  Buell. — No,  sir;  nor  a decrease  of  it. 

Mr.  Durham. — Then,  in  your  judgment,  as  a general  thing,  we 
h ive  enough? 

Mr.  Buell.— As  a general  thing  we  have.  It  should  be  left  to 
tl  e commerce  of  the  country  to  dictate  by  redem])tion  how  much  or 
h )W  little  it  should  be;  that  will  regulate  it  like  the  governor  to  a 


si  earn  engine. 


Mr,  Durham. — What  would  you  recommend  Congress  to  do  ? 

Mr.  Buell.- — To  allow  free  banking  with  the  limitation  that  I have 
si  .ggested;  provide  for  redemj^tion,  and  as  the  national  bank  currency 
si  ould  be  increased,  to  take  up  an  equal  amount  of  greenbacks  till 
tl  ey  were  reduced  to  $300,000,000,  and  there  stop  till  the  eftect  upon 
tl  e country  could  be  ascertained. 

The  Chair:uan. — For  every  dollar  of  national  bank  notes  issued 
ynii  would  retire  one  of  the  legal  tenders? 

Mr.  Buell. — Yes.  I would  also  suggest  that  the  semi-legal  tender 
p operty  of  the  national  bank  note  be  abolished.  It  works  unjustly 
tc  the  national  banks,  discriminating  as  it  does  against  them,  and  in 
fiivor  of  state  banks,  other  corjiorations  and  individuals.  For  in- 
st  ince,  a dealer  may  deposit  national  currency  in  a bank  with  which 
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he  deals,  and  then  draw  his  check  and  demand  greenbacks  in  pay- 
ment. When  greenbacks  were  a premium  in  Wall  Street  during  the 
late  panic,  dealers  did  demand  greenbacks  of  the  national  banks,  and 
the  banks,  in  self  defense,  after  a little  experience,  took  the  responsi- 
bility of  declining  to  pay  in  that  currency.  National  banks  now  are 
obliged  by  law  to  receive  national  currency  for  debts  due  them,  but 
are  unable  to  obligfe  anv  creditor  of  theirs,  not  a national  bank,  to  re- 
ceive  payment  in  the  same  curi-ency.  National  currency  secured  and 
redeemed,  i.  e.,  convertible  into  greenbacks  at  option  of  holder,  is  all 
the  function  requisite  to  make  national  currency  desirable  anywhere 
and  everywhere  in  this  country. 

The  Chairman. — After  you  reduce  the  legal  tenders  to  $300,- 
000, 000  under  the  free  banking  system,  you  would  let  the  national 
bank  notes  increase  up  to  $1,000,000,000  if  necessary  ? 

Mr.  Buell. — ^Yes,  with  redemption. 

Mr.  Phelps. — How  can  you  make  redemption  certain  ? 

Mr.  Buell. — As  national  currency  would  come  to  the  centres  in 
surplus,  it  would  become  less  valuable  than  greenbacks,  and  be  as- 
sorted and  presented  for  redemption  in  greenbacks. 

Mr.  Phelps. — By  the  time  the  greenbacks  w-ere  cut  down,  might 
there  not  be  a very  large  increase  of  the  bank  circulation  on  the 
present  basis  of  $400,000,000  greenbacks  and  the  so-called  system  of 
redemption  in  New  York  be  maintained  f 

Mr.  Buell. — We  have  less  than  $400,000,000  now,  and  there  is 
no  redemption. 

Mr.  Mitchell. — Then  at  present  your  banks  do  not  care  for  re- 
demption ? 

Mr.  Buell. — Under  the  circumstances  it  cannot  be  done.  The 
redemption  medium  is  larger  than  the  currency  to  be  redeemed. 
One  currency  being  as  valuable  as  the  other  ordinarily,  there  is  there- 
fore no  reason  for  demanding  legal  tenders  for  national  currency. 

Mr.  Mitchell. — Very  well ; the  currency  to  be  redeemed  might 
be  increased  largely. 

Mr.  Buell. — Certainly.  But  there  will  not  be  redemption  if  you 
increase  the  volume  of  the  redeeming  medium  so  quickly  as  if  you 
reduce  it.  The  national  banks  have  but  little  coin.  The  general 
commerce  of  the  country  does  not  require  it  as  at  present  conducted. 
Almost  all  the  coin  is  under  the  control  of  the  Government.  As 
soon  as  the  Government  will  redeem  its  legal  tenders  in  coin,  the 
national  banks  wall  redeem  their  currency  in  coin  or  its  then  equiva- 
lent— greenbacks. 

The  Chairman. — If  you  have  two  mediums,  the  one  w'hich  per- 
forms the  more  functions  is  the  better  ? 
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Mii.  Buell. — Yes  ; but  our  observation  is  that  the  poorer  cur- 
rency  generally  supi^lants  the  better,  and  is  oppressive  to  the  poorer 
classes,  upon  whom  it  is  generally  forced,  in  payment  of  wages,  &c. 

The  Ch.vikm.^n.  — That  does  not  apply  to  redemption  ? 

Mr.  Buell.- — No. 

The  Ch.a.ir.max. — There  is  no  function  performed  by  the  legal  ten- 
ders that  is  not  performed  by  the  bank  notes,  and  so  there  is  no  in- 
terest to  redeem  ? 

Mr.  Buell. — It  is  not  cpiite  so  with  us.  In  New  York  our  differ- 
ences in  the  Clearing  House  are  all  paid  daily  in  legal  tenders.  In  ‘ 

the  intei’ior  they  settle  differences  between  banks  by  drafts  on  New 
York,  01’  by  national  bank  notes  or  legal  tenders.  With  us,  our  basis 
of  settlement  being  legal  tenders,  we  must  hav(3  them.  If  a corres- 
pondent should  send  us  $100,000  of  national  bank  notes  for  his  credit, 
and  then  draw  on  us  for  $100,000  through  another  bank,  we  should 
have  to  pay  his  draft  in  legal  tenders  ; the  national  bank  notes  that 
we  received  from  him  would  not  do  it  according  to  New  York  rules 
jf  settlement ; this  makes  legal  tenders  more  valuable  in  New  York 
than  elsewhere. 

The  Ch.airm.\n. — What  is  the  difference  ? 

Mr.  Buell. — There  are  no  fixed  rates.  During  the  panic  green- 
3acks  were  at  a premium  of  two,  three,  and  four  per  cent.;  since 
:hen,  nothing.  Occasionally  the  rate  rises  to  one-eighth  of  one  per 
lent. 

The  Ch.\irm.\x. — It  makes  no  practical  margin  ordinarily? 

Mr.  Buell.— No.  AVe  once  organized  an  assorting  and  redemp- 
;ion  system  in  New  York.  I suppose  it  is  still  in  existence  on  paper. 

But  there  is  not  sufiicient  chronic  difference  in  value  between  the 
lational  currency  and  greenbacks,  nor  any  sufficient  and  continuous 
mlume  of  national  bank  notes  to  require  its  being  carried  on.  Some- 
Imes  for  two  or  three  weeks  we  have  a surplus  of  national  bank 
lotes — then  it  is  dissipated.  If  it  was  in  continuous  volume,  necessity 
ivould  compel  redemption. 

Mr.  AIerrlam. — AVould  you  in  New  York  send  home  these  bank 
lotes  through  the  Treasury  } Is  not  that  the  only  way  that  it  ever 
.viU  be  done.? 

AIr.  Buell. — If  you  provide  for  reducing  the  volume  of  legal 
enders  till  they  are  more  valuable  than  national  bank  notes,  the 
natter  will  take  care  of  itself. 

The  Ch.airm.ax. — As  it  is  to-day  without  any  reduction,  is  there 
iny  other  way  e.xcept  the  one  that  we  propose  at  present .? 

Ain.  Buell. — Perhaps  not  at  present. 
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The  Ch.urm.an.  — AAYdl,  do  you  ajqirove  of  that  measure  ? 

AIr.  Buell. — Probably  it  is  the  next  best  plan. 

Mr.  Hunter. — Suj:)pose  we  had  one-tenth  of  the  customs  in  legal 
tenders  ? 

AIr.  Buell. — It  would  enhance  their  value. 

AIr.  Hunter. — Would  that  be  sufficient  to  enable  you  to  redeem? 

AIr.  Buell.— I do  not  think  so.  I do  not  think  it  would  have  any 
perceptible  influence  so  long  as  the  relative  volume  of  legal  tenders 
is  unchanged. 

I’  Mr.  AIerriam.  — AA^hat  do  you  want  to  redeem  at  all  for  ? 

AIr.  Buell.  —The  national  note,  when  not  wanted  by  commerce, 
should  be  sent  home  to  its  issuer,  there  to  lie  in  his  vaults,  instead  of 
in  the  pockets  of  the  people,  or  the  vaults  of  other  banks,  a kind  of 
forced  loan,  as  it  now  does.  AATien  the  bank  issued  it,  it  got  some- 
body’s note  on  interest,  and  as  long  as  it  stays  out,  just  so  long  the 
issuer  is  drawing  interest  on  it  from  the  public,  which  is  thus  obliged 
to  keep  and  use  it  as  best  it  can,  and  which  makes  it  a forced  loan 
from  the  public  to  that  extent. 

AIr.  Phelps.  —The  last  section  of  the  bill  says  that  gold  shall  be 
held  to  meet  redemption.  AA^ould  that  put  up  the  price  of  gold  ? 

AIr.  Buell.— It  would  seem  so. 

AIr.  Farwell. — AATiat  is  the  objection,  after  adopting  the  first  sec- 
tion, to  provide  that  any  holder  of  legal  tenders  may  receive  from  the 
Government  a five  per  cent,  bond .?  AA'ould  not  that  be  a complete 
check  to  any  inflation  ? 

AIr.  Buell. — That  would  reduce  the  volume  of  legal  tenders  cer- 
tainly, and  perhaps  at  times  very  rapidly. 

AIr.  Farwell. — Alight  you  not  in  some  seasons  find  the  people  con- 
verting a great  amount  of  the  basis  of  redemption  into  Government 
bonds,  and  producing  a great  stringency  ? 

AIr.  Buell.  — It  would  be  a prodigious  power  in  the  hands  of  Wall 
Street  speculators.  I should  fear  it. 

The  Chairman. — Alake  banking  free,  and  give  the  holders  the  op- 
tion of  funding  them— would  not  that  bring  about  specie  resumption  ? 

AIr.  Buell. — Not  necessarily’.  It  would  bring  bonds  to  par  with 
greenbacks  at  once,  if  it  is  of  the  legal  tenders  you  speak  of  funding. 

The  Chairman. — If  we  withdraw  all  other  currency,  that  will  be 
specie  payments  ? 

AIr.  Buell. — Certainly.  At  the  close  of  the  late  war,  the  Southern 
States  practically  had  no  currency  except  gold.  It  had  all  broken 
down.  AVe  all  know  the  effect  there  was  to  paralyze  commerce  com- 
pletely, until  other  currency  was  sent  them.  AA^ould  Congress  like  to 
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take  the  responsibility  of  bringing  about  specie  payments  in  that  way  ? 

Mr.  Farwell. — This  would  be  done  by  the  people  themselves ; 
would  not  $100,000,000  be  also  absorbed  by  national  bank  circula- 
tion ? 

Mr.  Buell. — The  capital  for  national  banks  onlinarily  is  not  taken 
up  so  rapidly  by  the  public.  It  recpiires  much  solicitation  and  effort 
anywhere  to  get  the  capital  for  a bank  subscribed;  and  at  the  present 
time,  owing  to  the  high  j^rice  of  United  States  stocks,  the  profit  upon 
national  banking  is  not  such  as  to  tempt  capital  rapidly  into  national 
banks.  There  is  a very  general  misapprehension  pervading  the  pub- 
.ic  mind  upon  this  subject.  The  I’estrictions  as  to  national  bank  cur- 
rency induce  people  to  regard  a national  bank  as  a mine  of  wealth — 
i monopoly.  Such  restrictions  should  be  removed  by  allowing  free 
banking,  as  heretofore  suggested.  Allow  me  to  illustrate  and  sup- 
pose for  example  the  case  of  a bank  organized  in  a small  town  in 
New  York  State.  The  capitalists  of  the  place  subscribe  a capital 

stock  of — say $100,000  00 

This  sum  is  taken  to  the  U.  S.  Treasury  and  lent  to  the 
Government,  and  for  which  the  bank  receives  in  U.  S.  5’s, 

at  present  price,  say 84,000  00 

This  U.  S.  stock  is  then  taken  by  the  bank  and  lodged 
with  the  Comptroller  of  the  Currency,  and  he  issues  to  it 

90  per  cent,  national  currency — say 7o,600  00 

Of  this  or  its  equivalent,  the  law  says  15  per  cent,  as 

reserve  must  be  kept  on  hand — say 11,310  00 

Which  deducted  from  the  $75,600,  leaves  the  bank  to 

loan  out  to  its  dealers  and  obtain  interest  for,  but 64,260  00 

Now  the  practical  operation  of  this  is  that  of  the  loanable  capital 
of  the  place,  $100,000  has  been  contributed  and  paid  in  to  the  bank, 
and  the  place  has  got  back,  as  loanable  capital  or  credits,  its  own  notes 
for  only  $64, 260.  The  place,  instead  of  “ inllating  ” its  loanable 
capital  by  organizing  a bank,  has  got  one-third  less  bv^  the  operation. 
Now  let  us  see  how  the  profits  stand.  The  principal  sources  of  pro- 
fits for  banks  in  small  places  are  from  circulation  and  deposits — 

1st.  Interest  on  the  U.  S.  Bonds,  $84,000.  5 per 

cent,  in  gold  is  $4,200,  which  at  12  per  cent,  premium  is 


worth $4,704  00 

2d.  Interest  at  7 per  cent,  on  the  $64,260  currency, 
allowed  bv  law  to  circulate,  is 4,498  20 


3d.  AVe  will  suppose  the  bank  able  to  atti  act — say 
$50,000  deposits,  upon  which  it  pays  no  interest,  which 
is  a liberal  supposition  for  banks  of  this  character — de- 
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duct  reserve  recpiired  by  law — 15  per  cent.  7,500,  leaves 
$42,500,  which,  at  7 per  cent,  interest,  gives  the  bank. . $2,975  00 

Total  profits,  say $12,177  20 

From  total  profits  we  have  to  deduct  for  U.  S.  tax  on 
capital  not  in  U.  S.  stocks,  $16,000 — one-half  per  cent. . 80  00 

Also  tax  on  circulation,  1 per  cent 75(!  00 

Also  tax  on  $50,000  dej^osits,  \ per  cent 250  00 

In  City  of  New  York  for  1874,  the  State,  County  and 
City  tax  rate  will  probably  be  3 per  cent,  and  in  Albany 
City  5 per  cent,  and  upwards.  In  smaller  cities  and  vil- 
lages in  State  of  New  York,  the  rate  of  tax  is  from  2 to 
5 per  cent.  In  New  Y'ork  and  Albany  cities,  banks  are 
assessed  upon  the  whole  capital,  par  value;  and  by  the 
law  of  the  State  is  recpiired  to  be  so  assessed  everywhere 
in  the  State. 


State,  and  County,  and  Town  tax  on  the  capital,  say 

only  2 per  cent.  2,000  00 

Salary  of  officers,  rent,  Ac 3,500  00 

Total  taxes,  es|:)ense,  &c  $6,586  00 

Leaving  a total  balance  of  profit  above  paying  expen- 
ses, taxes,  &c.,  but  no  allowance  for  bad  debts $5,581  20 


Not  enough  of  total  profits  left  to  pa}'  the  stockholders  a dividend 
of  even  6 per  cent,  on  their  capital. 

If  the  above  statement  is  correct,  (and  it  is  believed  any  bank  offi- 
cer or  other  person  familiar  with  banking  will  verify  its  accuracy — 
excejDt  that  the  estimate  for  profits  is  full,  and  the  estimate  for  ex- 
penses, taxes,  Ac.,  is  small,  and  no  allowance  is  made  for  losses),  it 
will  be  seen  that  the  profits  of  national  banking  are  not  such  as  to 
induce  cai)ital  into  that  kind  of  business  very  rapidly.  AYhen  U.  S. 
stocks,  6’s  of  1881,  were  to  be  had  at  par,  and  the  gold  interest 
could  be  sold  at  200,  the  profit  was  attractive.  But  now  it  is  quite 
different.  Many  national  banks  would  be  glad  to  I’eturn  their  national 
currency  to  the  Bank  Department,  and  take  up  and  sell  their  United 
States  stocks,  did  the  law  permit  it.  We  should  like  to  return  ours; 
we  can  make  more  prolit  by  the  use  of  our  capital  now  locked  up  in 
United  States  stocks,  lodged  with  the  bank  department  as  security 
for  national  currency  given  us,  than  we  can  by  the  use  of  the  national 
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c irrency.  Rei)eal  this  provision  of  the  national  banking  law,  and 
t lere  will  be  many  millions  of  national  circulation  voluntarily  given 
n p by  the  banks  in  central  cities,  and  could  be  then  distributed  to 
s ich  sections  of  the  country  as  might  desire  it. 

The  Chairman. — Shall  we  not  reach  specie  payments  just  as  soon 
a i the  state  of  trade  and  business  of  the  country  will  justify  it,  and 
nD  sooner?  Is  it  not  a commercial  result,  and  not  a legislative 
e lactment  ? 

Mr.  Buell. — In  one  sense  it  is  a commercial  nssult,  but  Congress 
n ay  legislate  and  derange  matters  so  that  commerce  cannot  do  it. 
I the  Government  should  issue  $1,000,000,000  of  greenbacks,  could 
tl  le  Government  redeem  it  in  coin  ? How  could  gold  enough  be  pro- 
c ired  ? I am  aware  of  but  two  ways  of  getting  back  to  specie  pay- 
n ents.  One  is  to  expand  our  paper  currency  until  it  bursts,  breaks 
d iwn,  and  brings  down  the  whole  fabric  of  credit.  The  other  is  to 
r(  gulate  our  standard  (legal  tender  volume)  so  that  it  .shall  gradu- 
a ly  approximate  to  and  be  convertible  into  coin,  which  when  done 
M ill  bring  the  national  bank  currency  by  redemption  to  the  same 

V due. 

The  Chairman. — Do  they  not  have  a specie  basis  on  the  Pacific 
Cl  last  ? 

Mr.  Buell. — Yes,  but  not  a legal  tender  basis.  They  have  a higher 
h w there. 

The  Chairman. — 'VVhat  is  that  ? 

Mr.  Buell. — Public  opinion.  There  a man  must  pay  in  gold  or 
If  ave  the  country. 

The  Ch.airman. — The  state  of  business  and  trade  created  that — will 
it  not  be  so  all  over  the  country  ? 

Mr.  Buell. — No,  not  at  the  East.  They  are  educated  up  to  it  there. 

Y 'e  lack  that  education  here,  and  have  not  time  to  stop  to  be  edu- 
Ci  ,ted,  especially  with  Congress  legislating  and  educating  us  the  other 
way. 

Mr.  Merriam. — If  we  should  reduce  two  millions  a month,  would 
it  not  be  better  to  redeem  them  in  five  per  cent,  bonds  at  a jiremium, 
ii  stead  of  doing  it  in  gold,  as  proposed  in  this  bill  ? 

Mr.  Buell.— Perhaps  so.  It  would  not  have  the  same  effect  on 
tl  e price  of  gold. 

Mr.  Merriam. — Under  free  banking  how  rapidly  ivould  the  circula- 
ti  m increase  in  a year  ? 

Mr.  Buell. — According  to  the  estimate  of  the  Comjitroller  of  the 
C irrency,  about  twenty  millions  per  annum. 

Mr.  Merri.am. — How  are  the  sjieculators  to  whom  the  banks  lend 
n oney  to  be  controlled  ? 
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Mu.  Buell. — By  their  interest^  and  not  by  law.  They  have  a 
good  many  millions  of  their  own.  The  banks  do  not  lend  them  the 
amount  of  money  generally  supposed. 

Mr.  Merriam.  — How  do  these  men  get  it  ? 

Mr.  Buell. — There  are  many  millions  of  loanable  capital  in  New 
York  City  not  conti’olled  by  the  banks.  In  fact,  there  is  probably 
more  capital  loaned  to  speculators  by  capitalists  outside  of  the  banks 
than  there  is  by  the  banks.  But  a small  j^i’oportion  of  currency  is 
used  in  our  enormous  transactions. 

f-  Mr.  Merriam. — You  lend  them  ci’edit  then  ? What  would  prevent 

that  under  a different  system? 

Mr.  Buell.  — We  would  have  a less  basis  to  do  it  on  if  the  volume 
of  legal  tenders  were  made  smaller.  A man  cannot  expand  as  much 
upon  a hundred  thousand  dollars  capital  relatively,  as  he  can  on  a 
million.  The  present  system  of  forcing  reserves  into  New  Yorh  is 
like  the  action  of  a pump  forcing  water  into  a cistern.  You  oblige 
the  banks  to  keep  a reserve.  The  consequence  is  that  your  reserve 
pumps  throw  it  largely  up  into  one  reservoir. 

Mr.  Merriam. — We  propose  that  banks  shall  keep  their  reserves 
at  home  ? 

Mr.  Buell. — That  may  obviate  the  difficulty  somewhat.  Would 
it  not  be  better  for  the  banks  of  tlie  redeeming  cities  onlv  to  be 
oldiged  so  to  keep  their  reserves,  and  not  to  oblige  the  small  banks 
all  over  the  country  to  keep  it  at  home.  I would,  however,  suggest 
that  the  statute  requiring  banks  to  keeji  a reserve  be  wholly  abolished, 
and  in  its  place  publicity  of  condition  be  substituted,  as  a mych  more 
effectual  guard  for  the  iiublic.  If  the  Comptroller  of  the  Currency 
should  call  for  weekly  statements  from  banks  in  the  larger  cities, 
and  for  monthly  statements  from  banks  in  smaller  places,  and  the 
reports  be  published  as  now,  such  publicity  would  bring  the  condition 
of  banks  directly  to  the  knowledge  of  their  dealei's.  They  would 
then  be  able  to  judge  whether  their  banks  were  or  were  not  safe  cus- 
. todians  of  their  deposits.  Public  opinion  would  then  be  brought  to 
bear  upon  bank  management,  and  self-interest  would  cause  the  man- 
agei’s  to  keep  strong — to  keep  a full  reserve— much  more  so  tlian  the 
law  now  does,  or  the  bank  examiners  can.  If  a bank  is  weak,  the 
public  ought  to  know  it,  that  it  may  stop  trusting  it.  Banks  ask 
their  dealers  for  statements  of  their  condition  when  they  desire  such 
information,  and  there  is  no  reason  why  the  banks  should  not  furnish 
their  dealers  with  similar  information  about  their  own  condition. 
Turn  about  is  fair  play,  and  tends  to  keep  all  jiarties  on  their  good 
behavior.  When  I ask  a dealer  for  a statement  of  his  aftairs,  if  he 
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I leclines  to  give  it,  I thereupon  order  liis  account  closed,  and  decline 
1 o do  business  with  him.  There  is  no  reason  why  the  same  rule 
1 lioiild  not  be  applied  to  corporations  asking  credit  that  is  applied  to 
i adividuals  asking  credit — publicity.  Frecpient  published  statements 
'^1  benefit  the  strong,  well-managed  banks,  and  weed  out  the  weak 
) mes.  Capital  is  a sensitive  creature,  and  runs  from  weakness  like 
::ear  from  a contagious  disease. 

Mr.  Meuiua^i. — The  bank  can  keep  its  certificates  of  deposit  in  the 
' .'reasury  as  they  do  now  ? 

Mu.  Buell. — If  you  would  allow  them  to  keep  the  certificates 
1 earing  three-sixty  five  per  cent,  as  reserve,  in  their  own  vaults,  they 
A^ould  do  it ; interest  would  dictate  it.  They  would  rather  trust  the 
( rovernment  than  trust  other  banks  with  it. 

Mr.  Mitchell. — Is  there  any  reason  why  (lovernment  should 
charge  itself  with  the  duty  of  redemption  of  the  notes  of  the  national 
1 anks  ? 

Mr.  Buell. — None.  The  sooner  Government  goes  out  of  the  bank- 
i ig  business  the  better  for  all  concerned. 

Mr.  Mitchell. — Supposing  redemption  was  a necessary  thing,  is 
t aere  any  reason  why  the  banks  cannot  carry  it  on  themselves  ? 

Mr.  Buell. — None. 

Ma.  Mitchell. — Why  don’t  you? 

Mr.  Buell. — Because  it  is  not  for  our  interest,  under  existing 
c .rcumstances,  to  do  so.  The  volume  of  legal  tender  currency — the 
r ledium  or  agent  used  in  payment  or  redemption  of  national  bank 
c arrency,  is  now  greater  than  the  volume  of  national  bank  currency 
- -the  thing  to  be  redeemed.  Reduce  the  volume  of  legal  tenders 
V util  it  shall  be  more  scarce,  and  consequently  more  valuable  than 
t le  national  bank  currency,  and  you  make  it  for  the  interest  of  hold- 
e L'S  of  national  currency  to  recj[uire  redemption  in  legal  tender. 

The  Chairman. — You  spoke  of  the  small  amount  of  money  used 
i i business  compared  with  bank  credit.  The  Clearing  House  ex- 
c langes  for  New  Y^ork  are  put  down  as  thirty-four  billions.  What 
p roportion  of  that  do  you  think  was  transacted  in  money  ? 

Mr.  Buell. — About  five  jyev  cent. 

Mr.  Phelps. — Assuming  that  our  legal  tenders  are  four  hundred 
r lillions,  is  it  safe  for  us  to  rely  on  free  banking  ? 

]\Ir.  Buell.— I should  not  think  so,  because  I do  not  think  re- 
demption  can  be  made  practicable  with  that  voliune  of  legal  tender. 

The  Chairman. — The  truth  is,  then,  that  we  liave  no  more  cur- 
r mcy  than  we  actually  want,  and  we  have  no  time  to  send  it  in  for 
r ademption  ? 
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Mr.  Buell. — What  you  assume  ma}-  be  correct,  but  no  man  can 
tell  how  much  currency  we  do  want.  The  jnoportion  of  currency  to 
checks,  bills  of  exchange,  etc.,  used  in  commerce  is  so  small  that  few 
people  conceive  of  it.  We  use  in  New  York  about  five  per  cent, 
currency.  In  smaller  towns  they  use  ten  per  cent. ; in  still  smaller 
places,  from  fifteen  to  twenty-five;  and  when  you  get  back  to  the 
agricultural  districts,  it  recpiires  fifty  per  cent,  or  more.  The  other 
ninety-five  per  cent,  of  the  commercial  transactions  of  New  York  City 
are  moved  by  checks,  bills  of  exchange,  etc. 

/ The  Chairman.— Does  the  five  per  cent,  cover  the  shopping  and 

money  transactions,  hotel  bills,  etc.  ? 

Mr.  Buell.  ^ — ^Yes  ; it  all  comes  to  a point  in  the  banks  through  the 
Clearing  House  exchanges.  Take  your  own  experience,  or  that  of  a 
merchant  who  pays  fifty  thousand  dollars  by  checks,  in  a day,  and 
not  more  than  a hundred  dollars  for  cash  disbursements,  personal 
expenses,  etc.  The  volume  of  currency  being  so  variable,  used  as  it 
is  in  conjunction  with  checks,  bills  of  exchange,  &c.,  it  is  impossible 
to  tell  how  much  is  recpiired.  The  only  way  to  measure  it  is  by  hav- 
ing practical  redemption.  AVhen  it  is  not  wanted,  let  it  go  back  to 
the  issuer  ; and  when  it  is  wanted,  it  will  come  out  and  do  its  work, 
and  again  retire.  We  now  move  our  crops  by  contraction.  We 
used  to  move  them  by  expansion.  For  examjfie,  to-day  there  is  a 
plethora  of  money  in  New  York,  and  an  absence  of  it  in  Cincinnati, 
Chicago,  &c.  They  have  grain  or  other  products  on  hand.  They 
send  their  paper  to  New  York.  It  is  discounted  and  currency  sent 
them  for  it.  That  enables  them  to  hold  and  maintain  inices.  In 
spring  the  grain,  &c.,  will  begin  to  move  to  the  seaboard.  It  takes 
money  to  move  it.  Bank  balances  which  have  accumulated  in  New 
York  are  drawn  for  from  all  parts  of  the  country.  Money  gets  tight. 
Interest  goes  up.  Holders  must  sell,  in  consequence  of  contraction 
of  loans.  Prices  come  down.  The  grains  or  other  pi'oducts  come 
forward,  but  at  reduced  prices,  and,  by  various  devices,  less  money 
and  more  checks  are  used.  So  we  now  move  our  products  by  con- 
traction sirring  and  fall;  whereas,  formerly  at  such  seasons,  the  banks 
issued  their  circulating  notes,  expanding  their  loans  and  circulation 
thereby  for  the  time  being. 

Mr.  Merriam. — Do  you  think  any  man  can  say  just  how  much  cur- 
rency we  shall  use — so  much  and  no  more  ? 

Mr.  Buell. — No,  sir.  An  efficient  redemption  will  be  a self- 
adjusting  system,  which  will  determine  at  all  times  what  amount  of 
currency  is  needed,  and  nothing  else  can  measure  it. 


J 


16 


^tt  atiditiott  to  the  iwints  covered  by  the  discussion  before  the  Com- 
I littee,  a copy  of  which  is  herewith  annexed,  I would  ask  attention  to 
t le  following  facts,  which  should  be  considered  in  order  to  conipre- 
1 end  the  present  status  of  our  currency. 

1st.  The  volume  of  currency  in  use  more  or  less  actively  in  the 
I orthern  States  during  and  at  the  close  of  the  late  war,  as  compared 
t ) volume  now’  in  use  in  the  same  area. 

2d.  The  expansive  or  inflating  nature  generally  of  the  old  State 
1 ank  system,  w’hich  permitted  banks  to  issue  their  own  unsecured 
c rculating  notes  for  from  one  and  a half  times  the  amount  of  the 
c ipital,  to  as  much  as  they  could  put  in  circulation,  as  contrasted 
V ith  the  national  bank  system,  which  requires  their  circulating  notes 
ti  I be  secured,  and  by  that  means  is  contractive  in  its  operation  as  a 
w hole  ujion  the  loanable  capital  of  the  country,  as  w’e  will  show  fur- 
t]  ler  on.  ith  the  latter  there  is  no  possible  danger  of  expansion  or 
h flation  to  the  currency  of  the  country,  provided  it  is  redeemed. 

3d.  The  jorofits  to  the  stockholders  of  each  system  contrasted. 
I y which  it  will  be  seen  that  the  old  State  sj’stem  afforded  its  stock- 
h )lders  far  more  profit  than  does  the  national  system  its  stockholders. 

In  making  these  comparisons  it  w’ill  be  convenient  to  repeat  some 
s1  atements  in  part  or  in  whole  made  before  the  committee. 

1st.  At  the  close  of  the  w'ar  w’e  had  in  the  Northern 


S ates,  Government  issues  outstanding,  viz.: 

Legal  Tenders,  about. $400,000,000 

National  bank  curency,  about 300,000, 000 

Certificates,  five  per  cents,  certificates  of  deposit, 

C(  •mpound  interest  notes,  &c.,  say 300,000,000 

Total  amount  currency  at  the  close  of  the  war.  . . , . . $1,000, 000, ( 


The  various  issues  of  the  Government,  besides  the  $400,000,000 
k gal  tenders,  working  in  and  through  the  currency,  about  that  date, 
w u-e  over  $400,000,000.  But  we  wfill  assume  for  this  argument,  so  as 
t(  be  on  the  safe  side,  that  it  was  only  $300,000,000.  But  whatever 
tl  e sum  W’as  then,  all  the  issues  of  the  Government  except  legal  ten- 
d 2rs  have  been  since  withdrawn.  (We  take  no  account  of  fractional 
Cl  irrency. ) When  the  war  closed  the  Southern  States  were  practi- 
c;  lly  without  currency,  and  ours  began  at  once  to  flow  there.  It  is 
p -obable  that  there  are  in  the  Southern  States  2,500,000  of  families; 
a;  id  it  is  also  probable  that  each  family  have  taken,  and  now  have  on 
a:  i average  from  $80  to  $100.  If  we  take  the  smaller  sum,  then  the 
S mthern  States  have  aijsorbed  of  our  currency  $200,000, 000,  (which 
is  so  much  contraction  in  its  effect  on  the  volume  in  use'  by  the 
N orthern  States  at  close  of  the  w’ar).  With  this  ex|flanation,  let  us 


i 


now  put  the  figures  down  again  and  see  how  much  currency  we  have 
at  present  in  use  in  the  Northern  States. 

Total  amount  currency  at  the  close  of  the  war $1,000,000,000 

Of  which  the  Government  has  with- 
draw’n  all  its  issues  excejit  legal  tenders 

(contracted),  say  $300,000,000 

The  Southern  States  have  ab.sorbed 
contracted  our  volume  of  currency),  say.  200,000,000 
Making  a total  contraction  of  volume 

of  currency  since  close  of  war .500, 000, 000 

Leaving  now  in  circulation  in  North-  ' 

ern  States,  a total  of $.500,000,000 

And  from  this  $500,000,000,  if  we  deduct  amount  required  by 

law  to  be  held  as  reserve  by  the  banks,  we  will  assume,  saj- 

$125,000,000,  the  then  remaining  $375,000,000  only  are  left  for  the 
ordinary  demands  of  commerce.  The  reserve  being  called  into  use 
upon  extraordinary  occasions  only. 

2d.  The  public  generally  suppose  the  national  banking  system  is 
as  expansive  or  inflating  as  was  the  old  state  system,  which  the 
States  generally  allow'ed  to  issue  their  own  unsecured  circulating 
notes  to  any  amount  they  could  keep  in  circulation.  This  is  a mis- 
take. Let  us  illustrate  by  supposing  and  stating  the  case  of  a state 
bank,  and  then  the  case  of  a national  bank,  and  see  how  the}’  com- 
pare—viz.  The  capitalists  of  a small  place  contribute  for  the  capital 
of  a bank  of  their  loanable  funds,  say  $100,000.00. 

This  sum  being  paid  in  to  the  bank„it  is  loaned  by  it  to  its  deal- 
ers, so  that  the  place  has  as  much  of  this  kind  of  capital  as  before  the 
bank  capital  was  paid  in.  In  addition  to  this,  usually  the  state  laws 
authorized  banks  to  issue  of  their  own  unsecured  notes  one  and  a 
half  (or  more)  times  the  amount  of  their  capital,  say  $150,000.00. 

Now  the  practical  operation  of  this  is  that  the  place  has,  by  the 
establishment  of  a bank,  got  as  loanable  capital,  all  the  paid  in  capi- 
tal of  the  bank $100, 000  00 

and  all  the  circulating  notes  of  the  bank  that  it  is  able  to 

keep  in  circulation,  say $150,000  00 

making  a total  of  loanable  capital  of $250, 000  00 

where  before  the  establishment  of  such  bank  there  were  but  $100,000 
loanable  capital.  The  place  has  been  inflated  thereby  $150,000  or 
150  per  cent,  by  the  operation. 

Now’  let  us  suppose  the  case  of  a national  bank  organized  in  a 
small  tow’n,  say  in  the  State  of  New’  York.  The  capitalists  subscribe 
a capital  of — say  $100,000. 


• ^ 
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This  sum  is  taken  to  the  U.  S.  Treasury  and  lent  to  the  Govern- 
ment,  and  for  which  the  bank  receives  in  U.  S.  5’s,  at  present  price, 
say  $84,000. 

This  IT.  S.  stock  is  then  taken  by  the  bank  and  lodged  with  the 
ComiDtroller  of  the  Currency,  and  he  issues  to  it  90  per  cent,  national 
currency — say  $75,600. 

Of  tills  or  its  equivalent,  the  law  says  15  per  cent,  as  reserve  must 
be  kept  on  hand — say  $11,340. 

Which  deducted  from  the  $75,600,  leaves  the  bank  to  loan  out  to 
its  dealers  and  obtain  interest  for,  but  $64,260. 

Now  the  practical  operation  of  this  is  that  of  the  loanable  capital 
of  the  place,  $100,000  has  been  contributed  and  jiaid  in  to  the  bank, 
and  the  place  has  got  back  for  loanable  capital,  the  bank’s  own  notes 
for  only  $64,260.  The  place,  instead  of  “ inflating  ” its  loanable  capi- 
tal by  organizing  a bank,  has  got  but  two-thirds  as  much  as  it  had 
before ; and  what  it  has  got  is  in  the  bank’s  oivn  notes,  which  it  is 
liable  to  be  called  upon  to  redeem. 


3d.  Now  let  us  compare  the  profits  of  the  two  systems  to  stock- 
holders. In  order  to  make  the  two  cases  parallel,  we  will  suppose 
the  same  rates  of  taxation,  expenses,  interest,  and  the  same  amount 
of  deposits,  &c.,  for  each.  The  principal  sources  of  profits  for  banks 
in  small  places  are  interest  on  capital  paid  in,  on  circulation  and 
deposits. 

We  will  state  the  case  of  a State  bank  first,  viz.; 

1.  Interest  on  Capital  paid  in,  $100,000,  at — say 

7 per  cent 

2.  Interest  on  circulating  notes,  $150,000  at  7 

per  cent 

3.  Interest  on  deposits,  say  $50,000  at  7 per  cent. 

Total  Profits 

From  which  deduct  U.  S.  Tax  on  Capital,  per 

cent.,  on  $100,000 

U.  S.  Tax  on  circulation,  1 per  cent,  on  $150,000 
State,  county  and  town  tax,  say  2 per  cent,  on 

$100,000  capital 

Salary,  office  rent,  &c 

Total  taxes  and  expenses 

Leaving  total  balance  of  net  profits 

I I 


I 


$7,000  00 

10,500  00 
3,500  00 


$21,000  00 


$500  00 
1,500  00 


2,000  00 

3,500  00 


7,500  00 
$13,500  00 
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which  is  equal  to  a dividend  to  the  stockholders  of  thirteen  and  a 
half  per  cent. ; (no  allowance  for  bad  debts.)  It  should,  however,  be 
borne  in  mind  that  before  the  establishment  of  the  national  system 
of  banking,  there  were  no  taxes  levied  by  the  United  States  on  banks; 
but  in  the  above  estimate  we  have  allowed  a U.  S.  tax  of  $2,000,  which 
properly  should  not  be  done.  (State  banks  were  not  required  by  law 
to  keep  reserve.) 

Now  let  us  take  the  case  of  a national  bank,  and  see  how  its  profits 
compare  with  those  of  the  state  bank  above  described. 

1st.  Interest  on  the  TJ.  S.  Bonds,  $84,000.  5 per 


cent,  in  gold  is  $4,200,  which  at  12  j3er  cent,  premium, 
is  worth $4,704  00 

2d.  Interest  at  7 per  cent,  on  the  $64,260,  currency, 
allowed  by  law  to  circulate,  is 4,498  20 


3rd.  We  will  suppose  the  bank  able  to  attract — 
say  $50,000  deposits,  upon  which  it  pays  no  interest, 
—deduct  reseiwe  required  by  law— 15  per  cent.  $7,500  ; 


leaves  $42,500,  which  at  7 per  cent,  interest,  is 2,975  00 

Total  profits,  say $12,177  20 

From  total  profits  we  have  to  deduct  for  U.  S.  tax 
on  capital  not  in  U.  S.  stocks,  $16,000— one-half  per  ct.  80  00 

Also  tax  on  circulation,  1 per  cent 756  OO 

Also  tax  on  $50,000  deposits,  i per  cent 250  00 


(In  City  of  New  York  for  1874  the  State,  County 
and  City  tax  rate  Avill  probably  be  3 per  cent.  ; and  in 
Albany  City,  5 per  cent,  and  upwards.  In  smaller  cities 
and  villages  in  State  New  York,  the  rate  of  tax  is  from 
2 to  5 per  cent.  In  New  York  and  Albany  cities  banks 
are  assessed  upon  the  whole  capital,  par  value  ; and  bj’- 
the  law  of  the  State  are  required  to  be  so  assessed 
everywhere  in  the  State). 

State,  and  County,  and  Town  tax  on  the  capital,  say 


only  2 per  cent 2,000  00 

Salary  of  officers,  rent,  Ac 3,500  00 

Total  taxes,  expense,  &c ~^6  586  00 

Leaving  a total  balance  of  net  j^i'ofits  above  paying 
expense.s,  taxes,  Ac $5  591  20 


Not  enough  of  total  net  jwofits  left  to  pay  the  stockholders  a divi- 
dend of  even  6 per  cent,  on  their  capital,  and  without  any  allowance 
in  the  estimate  for  bad  debts. 
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APPE^nTDJX,  Xo.  1. 

CoMMITTKE  or  BANKING  AND  CURRENCY,  ^ 
House  of  Ri  presentatives,  r 

AsHixGTox,  D.  C.,  January  IWt,  1875.  ; 

James  Buell,  Esg. , New  York. 

Siu:  Permit  me  to  express  to  you  tlie  thanks  of  the  Committee  on 
Bankinj^  and  Currency,  of  the  House  of  llci)reseutatives,  for  your 
valuable  sug^'estions  and  advice  on  tiiiaucial  ([uestious,  expressed 
before  them  last  winter.  The  Committee  has  had  these  views  printed, 
and  has  ordered  a copy  to  be  sent  to  your  address. 

Very  respectfully,  yoiu'  obedient  servant, 

HORACE  MAYNARD,  Chairman,  e(c. 


APPENDIX,  Xo.  IE 


THE  SHEEMAN  BILL,  20th  JUNE,  187L 
An  Act  Fixing  the  Amottnt  of  United  States  Notes,  Providing  for  a Piedis- 

TEIBUTION  OF  NATIONAL  BaNK  CURRENCY,  AND  FOR  OTHER  PURPOSES. 

Be  i(  enacted  by  the  Senate  and  Hoiiseof  Eepresentativen  of  the  United  States  of  America 
in  (bnyress  assembled,  That  the  act  entitled  “An  act  to  provide  a national  cur- 
rency secured  hy  a pledge  of  United  States  bonds,  and  to  provide  for  the  circu- 
lation and  redemption  thereof,”  api>roved  June  third,  eighteen  hundred  and 
sixty-four,  shall  hereafter  be  known  as  the  “national-hank  act.” 

Sec.  2.  That  section  thirty-one  of  the  “national-bank  act”  be  so  amended 
that  the  several  associations  therein  provided  for  shall  not  hereafter  be  required 
to  keep  on  band  any  amount  of  money  whatever  by  reason  of  the  amount  of  their 
respective  circulations  ; but  the  moneys  required  hy  said  section  to  be  kept  at 
all  times  on  band  shall  be  determined  by  the  amount  of  deposits  in  all  respects, 
as  provided  for  in  the  said  section. 

Sec.  3.  That  every  association  organized,  or  to  be  organized,  under  the  provi- 
sions of  the  said  act,  and  of  the  several  acts  amendatory  thereof,  shall  at  all  times 
keep  and  have  on  deposit  in  the  Treasury  of  the  United  States,  in  lawful  money 
of  the  United  States,  a sum  equ:il  to  live  per  centum  of  its  circulatit>n,  to  be  held 
and  used  for  the  redemption  of  such  circulation  ; which  sum  shall  be  counted  as 
a part  of  its  lawful  reserve,  as  provided  in  section  twi)  of  this  act  ; and  when  the 
circulating  notes  of  any  such  associations,  assorted  or  unassorted,  shall  he  pre- 
sented for  redemption,  in  sums  of  one  thousand  dollars,  or  any  multiple  thereof, 
to  the  Treasurer  of  the  Unitevl  States,  the  same  shall  be  redeemed  in  United 
States  notes.  All  notes  so  redeemed  shall  be  chargi’d  by  the  Treasurer  of  the 
United  States  to  the  respective  associations  issuing  the  same,  and  he  shall  notify 
them  severallv,  on  the  first  day  of  each  month,  or  oftener,  at  his  discretion,  of 
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the  lUiunint  ot  kucL  redemptions  ; and  whenever  such  redemptions  for  any  asso- 
ciation shall  amount  to  the  sum  of  live  hundred  dollars,  such  association  so  noti- 
fied shall  forthwith  deposit  with  the  Treasurer  of  the  United  States  a sum  in 
United  States  notes  eijual  to  the  amount  of  its  circulating  notes  so  redeemed. 
And  all  notes  ol  national  hanks,  worn,  defaced,  mutilated,  or  otherwise  unfit  tor 
circulation,  shall,  when  received  by  any  assistant  treasurer  or  at  any  designated 
depository  ot  the  United  States,  he  forwarded  to  the  Treasurer  of  the  Uniteil 
States  for  redemption,  as  provided  herein.  And  when  such  redemptions  have 
been  so  re-imhursed,  the  circulatinf,'  notes  so  redeemed  shall  he  forwarded  to  the 
respective  associations  hy  wliich  they  were  issued  ; but  if  any  of  such  notes  are 
worn,  mutilated,  defaced,  or  rendered  otherwise  untit  for  use,  they  shall  be  for- 
warded to  the  Comptroller  of  the  Currency  and  destroyed,  and  replaced  as  now 
provided  by  law  : Prorided,  That  each  of  said  associations  shall  re-imhurseto  the 
Treasury  the  charges  tor  transportation,  and  the  costs  for  a.ssorting  such  notes  ; 
and  the  a.ssociation.s  hereafter  organized  shall  also  severally  re-imburse  to  the 
Treasury  the  cost  of  engraving  such  plates  as  shall  he  ordered  hy  each  as.soda- 
tion  respectively  ; and  the  amount  assessed  upon  each  association  shall  he  in 
proiiortion  to  the  circulation  redeemed,  and  he  charged  to  the  fund  on  deposit 
with  the  Ti-easurer  ; And pmi'ided further,  That  so  much  of  section  thiity-two  of 
said  national-hank  act  requiring  or  permitting  the  redemption  of  its  circulating 
notes  elsewhere  than  at  its  own  counter,  except  as  provided  for  in  this  scctiom 
is  hereby  rei)ealed. 

Seu.  4.  That  any  association  organized  under  this  act,  or  any  of  the  acts  nf 
which  this  is  an  amendment,  desiring  to  withdraw  its  circulating  notes,  in  whole 
or  in  part,  may,  upon  the  deposit  of  lawful  money  with  the  Treasurer  of  the  United 
States  in  sums  of  not  less  than  nine  thousand  dollars,  take  up  the  bonds  which 
said  association  has  on  deposit  with  the  Treasurer  for  the  security  of  such  circu- 
lating notes,  which  bonds  shall  he  assigned  to  the  bank  in  the  manner  specified 
in  the  nineteenth  section  of  the  national-hank  act : and  the  outstanding  notes 
of  said  association,  to  an  amount  equal  to  the  legal-tender  notes  deposited,  shall 
be  redeemed  at  the  Treasury  of  the  United  States,  and  destroyed  as  now  pro- 
vided hy  law  ; Prorided.  That  the  amount  of  the  bonds  on  deposit  for  circulation 
sliiill  not  be  reduced  below  fifty  thousand  dollars. 

Sec.  o.  That  the  Comptroller  of  the  Currency  shall,  under  such  rules  and  regu- 
lations as  the  Secretary  of  the  Treasury  may  prescribe,  cause  the  charter  num- 
bers of  the  association  to  he  printed  upon  all  national-hank  notes  which  may  be 
hereafter  issued  by  him. 

Sec.  h.  That  the  amount  of  United  States  notes  outstanding  and  to  be  used  as 
a part  of  the  ciivulating  medium  shall  not  exceed  the  sum  of  three  hundred  and 
eighty-two  million  dollars,  which  said  sum  shall  appear  in  each  monthly  state- 
ment of  the  public  debt,  and  no  part  thereof  shall  be  held  or  used  as  a reserve. 

Se(’.  7.  lhat  so  much  ot  the  act  entitled  “An  act  to  provide  for  the  redemp- 
tmn  of  the  three  per  cent,  temporary-loan  certiticates,  and  for  an  increase  of  na- 
tional-bank notes,”  as  provides  that  no  circulation  shall  be  withdrawn  under  the 
provisions  of  section  six  of  said  act,  until  after  the  fifty-four  millions  granted  in 
section  one  ot  said  act  shall  have  been  taken  np;  is  hereby  repealed  ; and  itshaU 
be  the  duty  ot  the  Comptroller  of  the  Currency,  under  the  direction  of  the  Sec- 
retary of  the  Treasury,  to  proceed  forthwith,  and  he  is  hereby  authorized  and 
required,  from  time  to  time,  as  applications  shall  be  duly  made  therefor,  and 
until  the  full  amount  of  fifty-five  million  dollars  shall  be  withdrawn,  to  make 
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reriuisitions  upon  each  of  the  national  hanks  described  in  said  section;  and  in 
the  manner  therein  provided,  organized  in  States  haring  an  excess  of  circula- 
tion to  withdraw  and  return  so  much  of  their  circulation  as  by  said  act  may  be 
apportioned  to  be  withdrawn  from  them,  or,  in  lieu  thereof,  to  deposit  in  the 
Treasury  of  the  United  States  lawful  money  sufticient  to  redeem  such  circula- 
tion ; and  upon  the  return  of  the  circulation  recjuired  or  the  deposit  of  lawful 
money,  as  herein  i>rovided,  a proj^ortionate  amount  of  the  bonds  held  to  secure 
the  circulation  of  such  association  as  shall  make  such  return  or  deposit  shall  be 
surrendered  to  it. 

Sec.  8.  That  upon  the  failure  of  the  national  banks  upon  which  refxuisition  for 
circulation  shall  be  made,  or  of  any  of  them,  to  return  the  amount  required,  or 
to  deposit  in  the  Treasury  lawful  money  to  redeem  the  circulation  rotpiired, 
within  thii-ty  days,  the  Comptroller  of  the  Currency  shall  at  once  sell,  as  provided 
in  section  forty-nine  of  the  national-currency  act,  approved  June  third,  eighteen 
hundred  and  sixty-four,  bonds  held  to  secure  the  redemption  of  the  circulation 
of  the  association  or  associations  which  shall  so  fail,  to  an  amount  snlhcient  to 
redeem  the  circulation  required  of  such  association  or  associations,  and  with  the 
proceeds,  which  shall  be  deposited  in  the  Treasury  of  the  United  States,  so  much 
of  the  circulation  of  such  association  or  associations  shall  he  redeemed  as  will 
equal  the  amount  requin  d and  not  returned  ; and  if  there  be  an  excess  of  pro- 
ceeds over  the  amount  required  for  such  redemption,  it  shall  be  returned  to  the 
association  or  associations  whose  bonds  shall  have  hem  sold.  And  it  shall  be 
the  duty  of  the  Treasurer,  assistant  treasurers,  designated  depositaries,  and  na- 
tional bank  depositaries  of  the  United  States,  who  shal'  he  kept  informed  bv  the 
Comptroller  of  the  Currency  of  such  associations  as  sliall  fail  to  return  circula- 
tion as  required,  to  assort  and  return  to  the  Treasury  for  redemi>tion  the  notes  of 
such  associations  as  shall  come  into  their  hands  until  the  amount  required  shall 

redeemed,  and  in  like  manner  to  assort  and  return  to  the  Treasury,  for  re- 
demption. the  notes  of  such  national  banks  as  have  failed,  or  gone  into  voluntarv 
liquidation  for  the  purpose  of  winding  up  their  affairs;  and  of  such  as  shall  here- 
after so  fail  or  go  into  liquidation. 

Sec.  9.  That  from  and  after  the  passage  of  this  act  it  shall  be  lawful  for  the 
Comi)troller  of  the  Currency,  and  he  is  hereby  required,  to  issue  circulating  notes, 
without  delay,  as  ai)plications  therefor  are  made,  not  t<<  exceed  the  sum  of  fffty- 
tive  million  dollars,  to  associations  organized,  or  to  be  organized,  in  those 
States  and  Territories  having  less  than  their  proportion  of  circulation,  under  an 
apportionment  made  on  the  basis  of  population  and  of  wealth,  as  shown  by  the 
returns  of  the  census  of  eighteen  hundred  and  seventy;  mi  I every  association 
hereafter  organized  shall  be  subject  to,  and  l)e  governed  by,  the  rules,  restric- 
tions, and  limitations,  and  po.ssess  the  right.s,  privileges,  and  franchises,  now  or 
hereafter  to  be  prescribed  by  law  as  to  national  banking  associations,  with  the 
same  power  to  amend,  alter,  and  repeal  provided  by  “the  national-bank  act  C 
Proi'kled,  That  the  whole  amount  of  circulation  withdrawn  and  redeemed  from 
banks  transacting  business  shall  not  exceed  tifty-five  million  dollars,  and  that 
such  circulation  shall  he  withdrawn  and  redeemed  as  it  shall  he  necessary  to 
supply  the  circulation  previously  issued  to  the  banks  in  those  States  having  less 
than  their  apportionment  : And  provided  fuiiher,  That  not  more  than  thirty  mil- 
lion dollars  shall  he  withdrawn  and  redeemed  as  her<‘in  contemplated  during 
the  ffscal  year  ending  June  thirtieth,  eighteen  hundred  and  seventy-live. 

Approved  June  20,  1874. 
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APPEIS^DIX  Xo.  a. 

ACT  OF  14th  JANUARY,  1875. 

To  Provide  Dm  the  Resumption  of  Specie  Payments. 

Be  it  enaded  by  the  Semte  and  House  of  liepreseniaiires  of  the  f7a7e//  States  tf  Amer- 
ica in  Congress  assembled,  That  the  Secretary  of  the  Treasury  is  hereby  authorized 
and  required,  as  rai)idly  as  practicable,  to  cause  to  be  coined,  at  the  the  mints  of 
the.  United  States,  silver  coins  of  the  denominations  of  ten,  twenty-tive,  and  fifty 
cents,  of  standard  value,  and  to  issue  them  in  redemption  of  an  ecpial  number 
and  amount  of  fractional  currency  of  similar  denominations,  or,  at  his  discre- 
tion, lie  may  issue  such  silver  coins  through  the  mints,  the  sub-treasuries,  public 
depositaries,  and  post-offices  of  the  United  States;  and,  upon  such  issues,  he  is 
hereby  authorized  and  required  to  redeem  an  equal  amount  of  such  fractional 
currency,  until  the  whole  amount  of  such  fractional  currency  outstanding  shall 
be  redeemed. 

Sec.  2.  That  so  much  of  section  three  thousand  five  hundred  and  twenty-four 
of  the  Revised  Statutes  of  the  United  States  as  provides  for  a charge  of  one-fifth 
of  one  per  centum  for  converting  standard  gold  bullion  into  coin  is  hereby  re- 
pealed ; and  hereafter  no  charge  shall  be  made  for  that  service. 

Sec.  3.  That  section  five  thousand  one  hundred  and  seventy-seven  of  the  Re- 
vised Statutes,  limiting  the  aggregate  amount  of  circulating  notes  of  national 
banking  associations,  be,  and  is  hereby,  repealed  ; and  each  existing  banking 
association  may  increase  its  circulating  notes  in  accordance  with  existing  law 
without  respect  to  said  aggregate  limit ; and  new  banking  associations  may  be 
organized  in  accordance  with  existing  law  without  respect  to  said  aggre- 
gate limit  ; and  the  provisions  of  law  for  the  withdrawal  and  redis- 
tribution of  national  bank  currency  among  the  several  States  and  Ter- 
ritories are  hereby  repealed.  And  whenever,  and  so  often,  as  circulating 
notes  shall  be  issued  to  any  such  hanking  association,  so  increasing  its  capital 
or  circulating  notes,  or  so  newly  organized  as  aforesaid,  it  shall  be  the  duty  of  • 
the  Secretary  of  the  Treasury  to  redeem  the  legal-tender  United  States  notes  in 
excess  only  of  three  hundred  million  of  dollars,  to  the  amount  of  eighty  per  cen- 
tum of  the  sum  of  national-bank  notes  so  issued  to  any  such  banking  association 
as  afijresaid,  and  to  continue  such  redemption  as  such  circulating  notes  are  is- 
sued until  there  shall  be  outstanding  the  sum  of  three  hundred  million  dollars 
of  such  legal-tender  United  States  notes,  and  no  more.  And  on  and  after  the 
first  day  of  January,  anno  Domini  eighteen  hundred  and  seventy-nine,  the  Sec- 
retary of  the  Treasury  shall  redeem,  in  coin,  the  United  States  legal-tender  notes 
then  outstanding,  on  their  presentation  for  redemption  at  the  office  of  the  as- 
sistant treasurer  of  the  United  States  in  the  city  of  New  Ihrk.  in  sums  of  not 
less  than  fifty  dollars.  And  to  enable  the  Secretary  of  the  Treasury  to  prepare 
and  provide  for  the  redemption  in  this  act  authorized  or  required,  he  is  author- 
ized to  use  any  surplus  revenues,  from  time  to  time,  in  the  Treasury  not  other- 
wise appropriated,  and  to  issue,  sell,  and  dispose  ol,  at  not  less  thanqiar,  in  C'oin. 
either  of  the  descriptions  of  bonds  of  the  United  States  described  in  the  act  of 
Congress  approved  July  fourteenth,  eighteen  hundred  and  seventy,  entitled  “An 
act  to  authorize  the  refunding  of  the  national  debt,”  with  like  qualities,  xirivi- 
leges,  and  exemptions,  to  the  extent  necessary  to  carry  this  act  into  full  effect, 
and  to  use  the  proceeds  thereof  for  the  purposes  aforesaid.  And  all  provisions 
of  law  inconsistent  with  the  provisions  of  this  act  are  hereby  repealed. 

Approved  January  14,  1875. 


